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TULSA
COMMUNITY
COLLEGE

Tulsa Community College
Annual Financial Report
Year Ended June 30, 2014

Members of the Board of Regents:

I am pleased to submit to you and the citizens of the Greater Tulsa
community the Annual Financial Report for fiscal year 2014. This
document presents the record of the College's financial operations.

Tulsa Community College provides outstanding higher education
opportunities for students in Tulsa and the surrounding area through
credit, transfer, workforce development, corporate training, and
continuing education, including 222 degree and certification programs.
TCC serves 28,000 students in college credit coursework each year. In
short, TCC is the optimum choice in Tulsa for students to reach their
educational and career goals.

Tulsa Community College conferred degrees on its 44™ graduating class in May 2014. We expect this
will mark the third consecutive year of record numbers of graduates. Since 2010, TCC has experienced
an increase of more than 20 percent in overall completions each year. As one of Oklahoma’s three
largest higher education providers, TCC enrolls one of the largest first-time entering classes each fall
(surpassed only by the University of Oklahoma and Oklahoma State University), admits the largest
number of concurrent enrollment students taking college classes while still in high school, and leads the
state in online/distance learning enrollments each year.

TCC welcomed 4,219 first-time entering college students during the 2013-2014 academic year. Of those,
1,520 entered as Tulsa Achieves students. Since 2007, approximately 10,500 high school graduates have
entered college as part of the Tulsa Achieves initiative. The College is committed to encouraging those
students to complete their degrees. To augment that effort, TCC has joined the Complete College
America initiative to close Oklahoma’s and America’s college completion gap and has committed to
increasing the number of TCC degrees and certificates granted each year by a minimum of 71 in order to
help reach Oklahoma’s goal of producing an additional 1,700 degrees and certificates annually by 2023.

TCC is the primary transfer student producer for public and private universities in the state. As such, the
College has developed transfer program agreements with colleges and universities in Tulsa, throughout
Oklahoma and in adjacent states, which allow TCC students to transfer more seamlessly to other
institutions. TCC holds several national rankings as one of the nation’s premier community colleges.
According to Community College Week, TCC ranks 24™ among the nation’s nearly 1,200 two-year
institutions for granting associate degrees, making it one of the America’sTop 50 two-year degree-
granting institutions for well over a decade. In individual disciplines, TCC ranks 3 in education degrees,
5™ in business related degrees, 10" in health related degrees and 14" in communications, journalism and
related degrees. The College continues to be a national leader in granting degrees to Native American
students and stands among the Top 100 for granting degrees to all minorities.

TULSA COMMUNITY COLLEGE = (918) 595-7000 = www.tulsacc.edu = An Equal Opportunity / Affirmative Action Employer
= METRO CAMPUS 909 SOUTH BOSTON AVENUE = NORTHEAST CAMPUS 3727 EAST APACHE STREET = SOUTHEAST CAMPUS 10300 EAST 81ST STREET
® WEST CAMPUS 7505 WEST 41ST STREET SOUTH = CONFERENCE CENTER 6111 EAST SKELLY DRIVE



Approximately 32 percent of our students choose to enroll in one of numerous workforce development
programs. Of the more than 50 programs TCC offers designed to prepare students to step directly into
careers, the most popular areas of study include nursing, allied health and business and information
technologies. A robust collection of STEM-related degrees makes TCC a vital resource in preparing
graduates for Oklahoma’s growing science, technology, biotechnology, engineering, and
aviation/aerospace sectors. Approximately 54 percent of TCC students are over 21 years of age, and
many of those look to TCC for retraining in preparation for a different career. Another 5,000 students
enroll in TCC Continuing Education and Workforce Development classes each year. Students range
from the youngest who attend College for Kids and Teens to seasoned professionals who engage in a
broad variety of high quality, economical, customized training and open enrollment programs and
seminars throughout the year.

Distance learning at TCC continues to be a popular option for students striving to merge college, work,
and family. With more than 7,600 students enrolled in online and distance learning classes each year,
TCC offers more online credit than any other college in Oklahoma. In fact, of the 222 degree and
certificate programs offered at TCC, well over half are offered 50% or more online. Tulsa Community
College has truly become a 24/7 college through its distance learning offerings.

TCC offers an enriched and diverse academic environment designed to meet student needs. As part of
the College commitment to develop the whole student, student engagement with the community has
become a priority. TCC has encouraged students to engage in service learning as part of their college
experience since 1994. In the years since, TCC students have contributed thousands of hours each year
to organizations and agencies throughout our service area. As part of the Tulsa Achieves program
requirement, TA students must complete 40 hours of volunteer service each year. Over the past seven
years, TA students alone have contributed approximately 60,000 hours of community service to
organizations in the Tulsa area, with many of the students contributing far more than their requisite 40
hours annually.

The TCC Foundation stands as one of the College’s most valued friends. The Foundation provides more
than $1 million in support of students, faculty and staff each year. Foundation scholarships help students
in a variety of academic areas, including art, business, engineering, honors, music, nursing, science,
theatre, and veterinary technology. Much of that funding comes from the Foundation’s annual Vision in
Education Leadership Award Dinner. The 2014 Vision Dinner will honor Jake Henry Jr., President and
Chief Executive Officer of Saint Francis Health System. This honor is befitting of Jake as his
commitment to education and support of local college, university and educational institutions is both
personal and significant. Over the past decade, the Vision Dinner has raised more than $2.1 million to
support scholarships and programs for TCC students, faculty and staff.

In conclusion, I would like to express my appreciation to the community, members of the TCC
Board of Regents, trustees of the TCC Foundation and members of TCC’s faculty and staff for
making me feel welcome and for their ongoing support of Tulsa Community College.

Sincerely

L0 Hasdroin

Leigh B. Goodson, Ph.D.
President and CEO



. Crowe Horwath LLP
Independent Member Crowe Horwath International

INDEPENDENT AUDITOR’S REPORT

Board of Regents
Tulsa Community College
Tulsa, Oklahoma

Report on the Financial Statements

We have audited the accompanying financial statements of Tulsa Community College (the College), a
component unit of the state of Oklahoma, as of and for the years ended June 30, 2014 and 2013, and the
related notes to the financial statements, which collectively comprise the College’s basic financial
statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audit contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’'s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’'s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

(Continued)



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Tulsa Community College, as of June 30, 2014 and 2013, and the changes in its
financial position and its cash flows thereof for the years then ended in accordance with accounting
principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis on pages 3 through 9 and the Schedule of Funding Progress on page 33 to be
presented to supplement the basic financial statements. Such information, although not a part of the
basic financial statements, is required by Governmental Accounting Standards Board who considers it to
be an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the College’'s basic financial statements. The accompanying Schedule of
Expenditures of Federal Awards as required by U.S. Office of Management and Budget Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations and Introductory Section are
presented for purposes of additional analysis and is not a required part of the basic financial statements.
The Schedule of Expenditures of Federal Awards is the responsibility of management and was derived
from and relates directly to the underlying accounting and other records used to prepare the basic
financial statements. Such information has been subjected to the auditing procedures applied in the audit
of the basic financial statements and certain additional procedures, including comparing and reconciling
such information directly to the underlying accounting and other records used to prepare the basic
financial statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion,
the schedule of expenditures of federal awards is fairly stated, in all material respects, in relation to the
basic financial statements as a whole.

The Introductory Section has not been subjected to the auditing procedures applied in the audit of the
basic financial statements, and accordingly, we do not express an opinion or provide any assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 29,
2014, on our consideration of the College’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the College’s internal control over

financial reporting and compliance.

Crowe Horwath LLP

Dallas, Texas
October 29, 2014




TULSA COMMUNITY COLLEGE
MANAGEMENT'S DISCUSSION AND ANALYSIS
June 30, 2014 and 2013

OVERVIEW OF THE FINANCIAL STATEMENTS AND FINANCIAL ANALYSIS

This report consists of Management's Discussion and Analysis (this part), the Statements of Net Position,
the Statements of Revenues, Expenses, and Changes in Net Position, and the Statements of Cash
Flows. These statements provide both long-term and short-term financial information on Tulsa
Community College.

The objective of the Management's Discussion and Analysis is to help readers of the College's financial
statements better understand the financial position and operating activities for the fiscal years ended
June 30, 2014 and 2013. Management has prepared the financial statements and the related footnote
disclosures along with this discussion and analysis. Comparative information for the year ended June 30,
2012 has been provided in a few select instances.

STATEMENT OF NET POSITION

The Statement of Net Position present the assets (current and noncurrent), deferred outflows of
resources, liabilities (current and noncurrent), and net position (assets and deferred outflows of resources
minus liabilities) as of the end of the fiscal years audited. The purpose of the Statement of Net Position is
to present to the readers of the financial statements a fiscal snapshot of the College. The difference
between current and noncurrent assets is discussed in the footnotes to the financial statements. These
statements include all assets and liabilities using the accrual basis of accounting, which is consistent with
the accounting method used by private-sector institutions.

Net position - the difference between assets, deferred outflows of resources, and liabilities - is one way to
measure the College's financial health, or position. Over time, changes in the College's net position are
an indicator of its overall financial health. Non-financial factors are also important to consider, including
student recruitment, enroliment, and retention and the condition of campus facilities.

Net position is divided into three major categories. The first category, invested in capital assets, net of
debt, provides the College's equity in property, plant, and equipment. The next category, restricted
assets, provides the College's assets that must be spent for purposes as determined by donors and/or
external entities that have placed time or purpose restrictions on the use of the assets. Unrestricted
assets are available to the College for any lawful purpose of the institution.

The College's financial position, as a whole, declined during the fiscal year ended June 30, 2014. Net
position decreased approximately $6.4 million from June 30, 2013 to June 30, 2014.

(Continued)



TULSA COMMUNITY COLLEGE
MANAGEMENT'S DISCUSSION AND ANALYSIS
June 30, 2014 and 2013

The following graph illustrates the comparative change in net position by the three major categories
mentioned above for fiscal year 2014, 2013 and 2012:

Net Position
(in Millions)
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The following table summarizes the College’s assets, liabilities, and net position as of June 30, 2014,
2013 and 2012 (in millions):

Net Position, End of Year

2014 2013 2012
Assets
Current assets $ 554 $ 578 $ 50.6
Noncurrent assets:
Capital assets, net 104.0 107.7 108.7
Other 6.8 7.1 7.4
Total assets 166.2 172.6 166.7
Deferred Outflows of Resources 1.1 1.4 1.6
Liabilities
Current liabilities 16.7 15.5 15.2
Noncurrent liabilities 37.7 39.2 40.2
Total liabilities 54.4 54.7 55.4
Net Position
Invested in capital assets, net related debts 62.7 66.0 69.2
Restricted 9.7 10.9 4.9
Unrestricted 40.5 42.3 38.8
Total net position $ 1129 § 1193 §$ 112.9

(Continued)



TULSA COMMUNITY COLLEGE
MANAGEMENT'S DISCUSSION AND ANALYSIS
June 30, 2014 and 2013

Total assets of the College decreased $6.4 million from June 30, 2013. $3.7 million of the decrease was
primarily related to the College’'s depreciable capital assets. The College updated its capital assets
during the year to reflect appropriate useful lives, which caused an increase in depreciation charges.
Depreciation charges for the current year totaled $10.0 million compared to $7.9 million in the prior year.
Note 4 of the financial statements can provide additional information regarding capital asset activities and
balances. A decrease of $1.5 million is related to an increased draw in cash and cash equivalents during
the year. This increased draw was related to the College’s focus on meeting organizational needs for its
students and employees.

Total liabilities of the College remained relatively flat from June 30, 2013. Note 5 of the financial
statements can provide additional information regarding long-term liabilities activities and balances.

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

The Statement of Revenues, Expenses, and Changes in Net Position is used to display the sources and
uses of funds of the college during the fiscal year. This information must be viewed over a period of time
to determine if the goals of the institution are being met. Public institutions will normally not have an
excess of operating revenues over operating expenses as state appropriations are considered non-
operating revenues under generally accepted accounting principles.

Statement of Revenue, Expenses, and Changes in Net Position

2014 2013 2012
Operating revenues $ 554 % 62.1 $ 35.0
Operating expenses 166.1 161.9 140.0
Operating loss (110.7) (99.8) (105.0)
Non-operating revenues & expenses 101.8 104.5 107.7
Income (loss) before other revenues, expenses, (8.9) 4.7 2.7
gains and losses
Other revenues, expenses gains or losses 2.5 1.6 15
Increase (decrease) in net position $ 6.4) $ 63 $ 4.2

(Continued)



TULSA COMMUNITY COLLEGE
MANAGEMENT'S DISCUSSION AND ANALYSIS
June 30, 2014 and 2013

STATEMENT OF REVENUES

The following table and chart illustrate the revenue streams for the College. To highlight the major
sources: 26% is comprised of state appropriations; 23% is ad valorem taxes; 16% is non-operating
federal and state grants and contracts; and 35% is operating revenue including tuition and fees, auxiliary
services and operating federal and state grants and contracts for the year ended June 30, 2014. The
College continues to make revenue diversification an ongoing priority, along with cost containment. This
is necessary as the College continues to face significant financial pressure with flat state budget
projections, increased compensation and benefit costs, and volatile technology, energy, and water prices.

2014 2013 2012
Operating Revenues
Tuition and fees $ 241 % 286 $ 6.7
Grants and contracts 14.3 155 9.9
Auxiliary enterprises 13.5 15.0 15.8
Other operating revenue 3.5 3.0 2.6
Total Operating Revenues 55.4 62.1 35.0
Non-operating Revenues
State appropriations 36.9 36.1 35.6
On-behalf contributions for OTRS 4.5 4.4 4.4
Ad Valorem property taxes 36.3 35.9 35.3
Federal and state grants 25.9 29.3 33.7
Investment income 0.1 0.2 0.0
Non-operating Revenues 103.7 105.9 109.0
Total Revenues $ 159.1 $ 1680 $ 144.0

2014 Revenues

B Tuition and fees

B Grants and contracts
Investment income

0.1% m Auxiliary enterprises

Grants and B Other operating revenue

contracts .

9.0% M State appropriations

B On-behalf contributions for OTRS
1 Ad valorem property taxes

1 Federal and state grants

Investment income

Other .
On-behalf contribu operating Auxiliary

OTRS revenue enterprises
2.8% 2.2% 8.5%
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TULSA COMMUNITY COLLEGE
MANAGEMENT'S DISCUSSION AND ANALYSIS

June 30, 2014 and 2013

STATEMENT OF EXPENSES

A summary of the College's expenses, for the years ended June 30, 2014, 2013 and 2012, can be
viewed below. Compensation and benefits accounted for approximately 57% of total expenses compared
to 56% of total expenses for the prior year. Due to the change in in useful lives related to capital assets,
depreciation made up 6% of total expenses for the year ended June,30 2014, compared to 5% in the

prior year.
2014 2013 2012
Operating Expenses
Compensation and employee benefits $ 952 $ 917 $ 89.1
Contractual services 7.0 7.6 5.5
Supplies and materials 5.2 3.7 30.4
Cost of goods sold 6.8 7.8 0.0
Depreciation 10.0 7.9 7.0
Rental expenses 1.4 1.3 0.0
Utilities 2.7 2.4 25
Repairs and maintenance 6.5 5.6 0.0
Student aid 26.4 29.3 2.6
Other 4.9 4.6 2.9
Total Operating Expenses 166.1 $ 1619 $ 140.0
Nonoperating Expenses
Interest on capital assets — related debt 2.0 1.4 1.3
Total Expenses $ 168.1 $ 1633 $ 141.3
2014 Expenses

Other & Interest on
capital assets
4.1%

Repairs and maintenance

3.9%
Rental

expenses
0.8%

Student aid
15.7%

Supplies and
materials
3.1%
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4.2%
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1 Other & Interest on capital assets
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TULSA COMMUNITY COLLEGE
MANAGEMENT'S DISCUSSION AND ANALYSIS
June 30, 2014 and 2013

STATEMENT OF CASH FLOWS

The primary purpose of the Statement of Cash Flows is to provide information about the cash receipts
and disbursements of the College during the year. It also aids in the assessment of the College's ability
to generate future net cash flows, ability to meet obligations as they come due, and needs for external
financing.

The College's overall liquidity decreased during the current year, with a net decrease to cash and cash
equivalents of $7.2 million. The decrease is related to a decrease in revenue streams (enrollment,
grants, and auxiliary enterprises), as well as an increase in compensation and benefits for employees.
The following table summarizes the College's cash flows for the years ended June 30, 2014, 2013 and
2012:

2014 2013 2012

Cash provided (used) by:

Operating activities $ (99.7) $ (87.8) $ (90.7)

Noncapital financing activities 99.1 101.3 104.0

Capital and related financing activities (6.9) (7.7) 4.7

Investing activities 0.3 0.5 0.1
Net change in cash (7.2) 6.3 8.7
Cash and equivalents, beginning of the year 45.6 39.3 30.6
Cash and equivalents, end of the year $ 384 $ 456 $ 39.3

Cash used by operating activities during fiscal year 2014 of $99.7 million increased $11.9 million (13.6%)
when compared to the prior year ($87.8 million). Major sources of operating funds were tuition and fees
($20.0 million), grants and contracts ($12.9 million) and auxiliary enterprises ($13.5 million), which were
offset by the payment of compensation and benefits ($91.2 million) and payment to suppliers and other
operating payments ($54.1 million).

Cash provided by noncapital financing activities during fiscal year 2014 of $99.1 million decreased $2.2
million (2.2%) compared to the prior year ($101.3 million). Major sources of noncapital financing activities
were state appropriations ($36.9 million), Ad valorem property taxes received ($36.3 million) and Federal
and state grants ($25.9 million).

Cash used in capital and related financing activities during fiscal year 2014 of $6.9 million decreased $0.8
million (10.4%) when compared to the prior year ($7.7 million). The major source of capital and related
financing activities was capital appropriations received ($1.2 million) and bond proceeds ($2.9 million),
which was offset by purchases of capital assets ($6.4 million) and principal and interest payments on
capital debt and leases ($4.6 million).

Cash used by investing activities during fiscal year 2013 of $0.3 million decreased $0.2 million when
compared to cash provided in the prior year ($0.5 million).

(Continued)



TULSA COMMUNITY COLLEGE
MANAGEMENT'S DISCUSSION AND ANALYSIS
June 30, 2014 and 2013

ECONOMIC OUTLOOK

Management believes that the College has a solid financial foundation by which to continue
accomplishing its mission of improving our community through intellectual achievement, creative energy,
and responsible citizenship of its students, faculty and staff by their engagement in teaching, learning and
service opportunities that transform and enrich lives. Our financial foundation permits us to further our
commitment to providing innovative, flexible and affordable public higher education that responds to a
dynamic global environment. The College is not without its challenges, however. In the past several
years there has been a significant shift in economic conditions which have caused changes in the
revenue streams Tulsa Community College uses as operational funding sources. First, in an increasingly
competitive environment, the College continues to evaluate programming in an effort to mitigate potential
enrollment fluctuations. Second, the College will continue to evaluate its tuition and fees, which we use
for operations. In the past few years, our tuition has become a smaller percentage of our total revenue
and with appropriations making up a larger portion of our revenue. Adapting to change is critical if we are
going to fulfill our mission and operate soundly. Over the next few years the College will need to have a
greater emphasis on enrollment, both from recruitment and a retention standpoint, and its increasing role
in our overall financial health.

The cost of health care continues to rise at a pace that is becoming increasingly difficult to manage within
the constraints of the resources available to address it. The College has taken steps to try to minimize
the impact of the very large increases that have been occurring, but there does not seem to be an end in
sight for this trend of high annual increases in premiums. The College will continue to evaluate
alternatives and will examine any potential cost savings.

Given the challenges that exist, Tulsa Community College believes that it is well positioned to weather
changing financial conditions and to make the investments that will secure accessibility to education for
the Tulsa community.

ACKNOWLEDGEMENTS
The College's financial statements are the responsibility of the College's management. The preparation

of the College's financial statements was made possible by the dedicated service of the Controller Office
personnel and others who have our sincere appreciation.




TULSA COMMUNITY COLLEGE
STATEMENTS OF NET POSITION
June 30, 2014 and 2013

Assets

Current assets
Cash and cash equivalents (Note 2)
Investments — restricted (Note 2)
Accounts receivable, net (Note 3)
Inventories

Total current assets
Noncurrent assets

Investments — restricted (Note 2)

Prepaid pension asset (Note 6)

Other assets

Deferred Outflows of Resources
Deferred refunding costs

2014

$ 36,751,019

2013

$ 42,865,178

Cash and cash equivalents — restricted (Note 2) 1,288,508 2,352,467
1,650,987 1,839,796

10,673,429 7,100,255

Federal and state grants receivable 2,983,380 1,565,478
Delinquent ad valorem property taxes receivable 900,000 900,000
1,149,590 1,209,901

55,396,913 57,833,075

Cash and cash equivalents — restricted (Note 2) 373,902 373,351
1,834,084 1,833,782

Deposits with the State Regents (Note 12) 4,543,581 4,543,581
119,159 226,291

Non-depreciable capital assets (Note 4) 6,006,374 5,377,934
Depreciable capital assets, net (Note 4) 97,973,004 102,272,490
3,126 103,672

Total noncurrent assets 110,853,230 114,731,101
Total assets 166,250,143 172,564,176

1,081,832 1,362,942

Total assets and deferred outflows of resources $ 167,331,975 $ 173,927,118

Liabilities
Current liabilities
Accounts payable

$ 5,451,038

$ 3,700,181

Accrued liabilities 1,418,345 2,596,021
Accrued compensated absences 1,907,816 1,419,838
Interest payable 125,984 149,793
Unearned revenues 3,056,709 3,660,490
Long term liabilities — current portion (Note 5) 4,611,549 3,835,524
Deposits held in custody for others 147,005 146,705
Total current liabilities 16,718,446 15,508,552

Noncurrent liabilities
ODFA bonds (Note 5) 14,526,833 12,250,855
Revenue bonds (Note 5) 7,570,000 9,009,029
OCIA capital lease obligation (Note 5) 15,282,822 16,635,925
Equipment capital lease obligation (Note 5) 333,079 1,269,108
Total noncurrent liabilities 37,712,734 39,164,917
Total liabilities 54,431,180 54,673,469

Net Position
Net investment in capital assets 62,736,927 66,012,925
Restricted for:

Expendable 5,147,481 6,399,396
Nonexpendable — scholarship endowment 4,543,581 4,543,581
Unrestricted 40,472,806 42,297,747
Total net position 112,900,795 119,253,649
Total liabilities and net position $ 167,331,975 $ 173,927,118

See notes to financial statements.
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TULSA COMMUNITY COLLEGE

STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

Years ended June 30, 2014 and 2013

2014 2013
Operating revenues
Tuition and fees (revenues of $4,157,021 and $4,519,050 in 2014
and 2013 are pledged as security on College Student Center
Series revenue bonds), net of $13,398,972 and $11,001,900
of scholarship discounts and allowances $ 24,099,949 $ 28,537,890
Federal grants and contracts 8,044,213 9,500,596
State and private grants and contracts 6,307,306 6,037,300
Sales and services of auxiliary enterprises 13,462,112 15,013,107
Other operating revenue 3,496,005 2,970,669
Total operating revenue 55,409,585 62,059,562
Operating expenses
Compensation and employee benefits (Note 6) 95,153,391 91,710,083
Contractual services 6,976,378 7,631,827
Supplies and materials 5,182,243 3,659,326
Cost of goods sold 6,801,688 7,801,695
Depreciation (Note 4) 10,049,286 7,861,598
Rental expenses 1,427,657 1,359,431
Utilities 2,672,078 2,360,201
Repairs and maintenance 6,479,469 5,588,096
Student aid 26,440,652 29,282,938
Other operating expenses 4,921,349 4,606,152
Total operating expenses 166,104,191 161,861,347

Operating loss

(110,694,606)

(99,801,785)

Non-operating revenues (expenses)

State appropriations 36,946,609 36,116,944
On-behalf contributions for OTRS (Note 6) 4,548,746 4,422,087

Ad valorem property taxes (Note 10) 36,332,835 35,929,841
Federal and state grants 25,860,725 29,235,079
Investment income 142,989 222,825
Interest on capital-related debt (2,049,184) (1,452,239)
Net non-operating revenues 101,782,720 104,474,537
Income (loss) before other appropriations (8,911,886) 4,672,752
State appropriations restricted for capital purposes (Note 11) 1,249,002 1,249,002
OCIA on-behalf state appropriations 1,310,030 417,822
Change in net position (6,352,854) 6,339,576
Net position at beginning of year 119,253,649 112,914,073
Net position at end of year $ 112,900,795 $ 119,253,649

See notes to financial statements.
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TULSA COMMUNITY COLLEGE
STATEMENTS OF CASH FLOWS

Years ended June 30, 2014 and 2013

Cash flows from operating activities
Tuition and fees
Grants and contracts
Payments to suppliers and other operating payments
Payments to employees
Auxiliary enterprises sales and services
Other operating revenue
Other operating payments
Net cash used in operating activities

Cash flows from noncapital financing activities
State appropriations
Ad valorem property taxes received
Federal and state grants
Deposits held in custody for others
Net cash provided by noncapital financing activities

Cash flows from capital and related financing activities
Purchases of capital assets
Capital appropriations received
Principal paid on capital leases and bonds
Interest paid on capital leases and bonds
Proceeds from debt issuance
Net cash used in capital and related financing activities

Cash flows from investing activities
Sales and purchases of investments
Interest received on investments
Net cash provided by investing activities

Net change in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Reconciliation of operating loss to net cash
used in operating activities
Operating loss
Adjustments to reconcile operating loss to net cash used by
operating activities
Depreciation expense
Amortization expense
On-behalf contributions for OTRS
Changes in operating assets and liabilities
Receivables, net
Inventories
Prepaid pension
Accounts payable and accrued liabilities
Compensated absences
Unearned revenues
Other

Net cash used by operating activities

Noncash investing, capital, and financing activities
OTRS contributions paid by state agency on behalf of the College
Principal and interest on capital debt paid by state agency on
behalf of the College
Capital asset purchases financed through capital lease obligations

Reconciliation of cash and cash equivalents to the
statement of net position
Current assets
Cash and cash equivalents
Cash and cash equivalents — current, restricted
Cash and cash equivalents — noncurrent, restricted

2014

$ 20,023,540
12,933,617
(54,137,662)
(91,187,211)

2013

$ 29,062,583
13,933,438
(57,808,658)
(86,648,624)

13,462,112 15,013,107
3,496,005 2,970,669
(4,338,294) (4,318,207)

(99,747.,893)

(87,795,692)

36,946,609 36,116,944
36,332,835 35,929,841
25,860,725 29,235,079

300 16.216
99,140,469 101,298,080
(6,409,575) (3,438,299)

1,249,002 1,249,002
(3,882,103) (4,410,724)
(762,963) (1,054,768)
2,904,000 -
(6.901.639) (7.654,789)
188,507 259,897
142,989 222,825
331,496 482,722
(7,177,567) 6,330,321
45,590,996 39,260,675
$ 38413429 $ 45,590,996

$ (110,694,606)

$ (99,801,785)

10,049,286 7,861,598
583,055 287,945
4,548,746 4,422,087
(3,259,551) (1,228,407)
60,311 253,250
107,132 849,462
259,558 (744,445)
487,978 (144,824)
(603,781) 870,252
(1.286,021) (420.825)

$ (99,747,893)

$ (87.795,692)

$ 4,548,756 $ 4,422,087
1,310,030 417,822

- 3,691,418

$ 5,858,786 $ 8,531,327
$ 36,751,019 $ 42,865,178
1,288,508 2,352,467

373,902 373,351

$ 38,413,429 $ 45,590,996

See notes to financial statements.
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TULSA COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
Years ended June 30, 2014 and 2013

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Operations: Tulsa Community College (the College) is a two-year college operating under the
jurisdiction of the Board of Regents and the Oklahoma State Regents for Higher Education (the State
Regents). Under Oklahoma statutes, the College is the only state-supported institution of higher
education that can offer lower division undergraduate courses in Tulsa County.

Reporting Entity: The financial reporting entity, as defined by Governmental Accounting Standards Board
(GASB) Statement No. 14, The Financial Reporting Entity, and as amended by GASB Statement No. 39,
Determining Whether Certain Organizations Are Component Units, and GASB Statement No. 61, The
Financial Reporting Entity: Omnibus, consists of the primary government, organizations for which the
primary government is financially accountable, and other organizations for which the nature and
significance of their relationship with the primary government are such that exclusion could cause the
financial statements to be misleading or incomplete. The College is a component unit of the state of
Oklahoma and is included in the general purpose financial statements of the state as part of the higher
education component unit.

The accompanying financial statements include the accounts of the College and the Tulsa Community
College Technology Center School District (the School District), which are agencies of the state of
Oklahoma. The School District has been presented as a blended component unit because the School
District's governing body is substantially the same as the governing body of the College, and the School
District provides services almost entirely to the College, which is the primary government. Separate
financial statements of the School District have been prepared and can be obtained by contacting the
College's Comptroller and Chief Financial Officer.

The Tulsa Community College Foundation, Inc. (the Foundation) is an Oklahoma not-for-profit
organization organized for the purpose of receiving and administering gifts intended for the benefit of the
College as a whole, including both the College and the School District. While the resources received and
held by the Foundation are entirely or almost entirely held for the benefit of the College, the net position
of the Foundation is not considered significant as compared to the net position of the College. As a
result, the Foundation has not been included as a component unit in the financial statements of the
College.

Basis of Accounting: For financial reporting purposes, the College is considered a special-purpose
government engaged only in business-type activities. Accordingly, the College's financial statements
have been presented using the economic resources measurement focus and the accrual basis of
accounting. Under the accrual basis, revenues are recognized when earned, and expenses are recorded
when an obligation has been incurred. All significant intra-agency transactions have been eliminated.

Use of Estimates: The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America (GAAP) requires management to make estimates and
assumptions that affect certain reported amounts and disclosures; accordingly, actual results could differ
from those estimates.

Income Taxes: The College, as a political subdivision of the state of Oklahoma, is exempt from all federal
income taxes under Section 115(1) of the Internal Revenue Code, as amended, and a similar provision of
Oklahoma statutes. However, the College may be subject to federal income taxes on any unrelated
business income under Internal Revenue Code Section 511 (a)(2)(B).

Cash and Cash Equivalents: For the purposes of the statement of cash flows, the College considers all
highly liquid investments with an original maturity of three months or less to be cash equivalents,
excluding balances held with trustees for bond issuances. Funds invested through the Oklahoma State
Treasurer's Cash Management Program are also considered cash equivalents.

(Continued)

13.



TULSA COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
Years ended June 30, 2014 and 2013

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Investments: The College accounts for its investments at fair value. Changes in unrealized gain (loss)
on the carrying value of investments are reported as a component of investment income in the statement
of revenues, expenses, and changes in net position.

Inventories: Inventories are carried at the lower of cost or market on the first-in, first-out (FIFO) method.
Restricted Cash and Investments: Cash and investments that are externally restricted to make debt

service payments, to maintain sinking or reserve funds, or to purchase capital or other noncurrent assets,
are classified as restricted assets in the statement of net position.

Accounts Receivable: Accounts receivable consist of tuition and fee charges to students and auxiliary
enterprise services provided to students, faculty, and staff, the majority of each residing in the state of
Oklahoma. Student accounts receivable are carried at the unpaid balance of the original amount billed to
students, and student loans receivable are carried at the amount of unpaid principal. Both receivables
are less an allowance made for doubtful accounts based on a review of all outstanding amounts.
Management determines the allowance for doubtful accounts by identifying troubled accounts, using
historical experience applied to an aging of accounts, and considering the general economy and the
industry as a whole. Student accounts and loans receivable are written off when deemed uncollectible,
and student loans receivable may be assigned to the Department of Education (the Department).
Recoveries of student accounts and loans receivable previously written off are credited to the allowance
for doubtful accounts.

A student account receivable and student loan receivable are considered past due if any portion of the
receivable balance is outstanding after the end of the semester. Late fees are assessed one month after
the end of the semester on any unpaid accounts. Interest may also be charged on unpaid accounts at an
annual rate of 18%. Late charges and interest are included in other operating income and accounts
receivables. Students may be granted a deferment, forbearance, or cancellation of their student loan
receivable based on eligibility requirements defined by the Department.

Accounts receivable also include the distributable amount from the State Regents' endowment trust fund.

Federal and State Grants Receivable: Federal and state grants receivable include amounts due from the
federal, state, and local governments, or private sources, in connection with reimbursement of allowable
expenditures made pursuant to the College's grants and contracts.

Receivable from State Agency: Receivables from state agencies include funds raised by state agencies
through bond issuances on behalf of the College to be used for capital improvements. Such funds have
either been granted to the College, or repayment of the bond issuance is expected to be paid by the state
agency on behalf of the College.

Capital Assets: Capital assets are recorded at cost at the date of acquisition or fair value at the date of
donation. For equipment, the College's capitalization policy includes all items with a unit cost of $2,500
or more and an estimated useful life greater than one year.

Renovations to buildings, infrastructure, and land improvements that significantly increase the value or
extend the useful life of the structure are capitalized. Routine repairs and maintenance are charged to
operating expense in the year in which the expense was incurred.

(Continued)
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TULSA COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
Years ended June 30, 2014 and 2013

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Depreciation is computed using the straight-line method over the estimated useful lives of the assets as
follows:

Buildings 40 years
Renovations, infrastructure, and land improvements 10 to 25 years
Furniture, fixtures, and equipment 3 to 20 years

Impairment of Long-Lived Assets: In accordance with GAAP, the College reviews its capital assets for
impairment whenever events or changes in circumstances indicate that the carrying value of an asset
may not be recoverable. If the fair value is less than the carrying amount of the asset, an impairment loss
is recognized for the difference. No impairment loss has been recognized during the years ended June
30, 2014 and 2013.

Compensated Absences: Employee vacation pay is accrued at year end for financial statement
purposes. The liability and expense incurred are recorded as accrued compensated absences in the
statement of net position and as a component of compensation and employee benefits expense in the
statement of revenues, expenses, and changes in net position.

Accumulated Sick Leave: Sick leave benefits are not recognized as liabilities of the College. The
College’s policy is to record sick leave as an operating expenditure or expense in the period taken since
such benefits do not vest nor is payment probable.

Unearned Revenues: Unearned revenues include amounts received for tuition and fees and certain
auxiliary activities prior to the end of the fiscal year but related to the subsequent accounting period.
Unearned revenues also include amounts received from grant and contract sponsors that have not yet
been earned.

Noncurrent Liabilities: Noncurrent liabilities include (1) principal amounts of revenue bonds payable,
OFDA bonds payable and capital lease obligations with contractual maturities greater than one year and
premiums associated with such obligations and (2) other liabilities that will not be paid within the next
fiscal year.

Net Position: GASB requires the classification of net position into three components — net investment in
capital assets; restricted; and unrestricted. These net position classifications are defined as follows:

Net Investment in Capital Assets — This represents the College's total investment in capital assets,
net of outstanding debt obligations related to those capital assets. To the extent debt has been
incurred but not yet expended for capital assets, such amounts are not included as a component of
net investment in capital assets.

Restricted Net Position — Nonexpendable — Restricted nonexpendable net position includes
resources which the donor has stipulated be maintained in perpetuity. Donor-imposed restrictions
limiting the use of the resources or their economic benefit neither expire with the passage of time nor
can be removed by satisfying a specific purpose.

Restricted Net Position — Expendable — Restricted expendable net position includes resources in
which the College is legally or contractually obligated to spend in accordance with restrictions
imposed by external third parties.

(Continued)
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TULSA COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
Years ended June 30, 2014 and 2013

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Unrestricted Net Position — Unrestricted net position represent resources derived from student tuition
and fees, state appropriations, and sales and services of educational departments and auxiliary
enterprises. These resources are used for transactions relating to the educational and general
operations of the College, and may be used at the discretion of the governing board to meet current
expenses for any purpose. These resources also include auxiliary enterprises, which are
substantially self-supporting activities that provide services for students, faculty, and staff.

When an expense is incurred that can be paid using either restricted or unrestricted resources, the
College's policy is to first apply the expense towards restricted resources and then towards
unrestricted resources.

Ad Valorem Property Taxes: Annually, an Estimate of Needs report is submitted to the County Excise
Board by the School District to determine the ad valorem tax levy. The county assessor is required to file
a tax roll report on or before October 1 of each year with the county treasurer indicating the net assessed
valuation of all real, personal, and public service property (public service property assessed valuations
are determined by the Oklahoma Tax Commission). Ad valorem tax is levied each October 1 on the
assessed valuation of nonexempt real property located in the School District as of the preceding
January 1, the assessment date. Ad valorem taxes are due and become a legally enforceable lien on
November 1 following the levy date, although they may be paid in two equal installments (if the first
installment is paid prior to January 1, the second installment is not delinquent until April 1). Ad valorem
taxes are collected by the county treasurer of Tulsa County, Oklahoma, and are remitted to the School
District. Ad valorem taxes include interest earned on tax receipts held by the county prior to transfer to
the School District.

Additionally, the School District levies an annual two mills general fund tax on all taxable property within
the district. The proceeds of the general fund levy are transferred to the State Treasurer of the state of
Oklahoma for deposit into a fund constituting the educational and operating budget of Tulsa Community
College. The receipts of the current two mills general fund levy are to be used for the purposes of
supplementing post-secondary vocational and technical or adult education programs offered by Tulsa
Community College.

In February 1994, the voters of Tulsa County approved a five mills local tax incentive levy, which became
effective July 1, 1994, in addition to all other school tax levies on the assessed valuation of all taxable
property within the School District. This special levy, which is for the general operations of the School
District, is now a permanent levy until it is repealed by a majority of the voters.

Classification of Revenues and Expenses: The College has classified its revenues and expenses as
either operating or nonoperating. Certain significant revenue streams relied upon for operations are
recorded as nonoperating revenues, as defined by GASB, including State appropriations, local property
taxes, and investment income. Nearly all the College’s expenses are from exchange transactions.
Revenues and expenses are classified according to the following criteria:

Operating Revenues and Expenses — Operating revenues and expenses include activities that have
the characteristics of exchange transactions, such as (1) student tuition and fees, net of scholarship
discounts and allowances, (2) sales and services of auxiliary enterprises, (3) most federal, state, and
local grants and contracts, and (4) interest on institutional student loans. All expenses are considered
operating expenses except for interest expense on capital related debt.

Nonoperating Revenues and Expenses — Nonoperating revenues include activities that have the
characteristics of non-exchange transactions, such as gifts and contributions, Pell grants, and other
revenue sources that are defined as nonoperating revenues by GASB Statement No. 9, Reporting
Cash Flows of Proprietary and Nonexpendable Trust Funds and Governmental Entities that Use
Proprietary Fund Accounting, and GASB Statement No. 34, such as state appropriations and
investment income. Interest expense on capital-related debt is the only nonoperating expense.

(Continued)
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TULSA COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
Years ended June 30, 2014 and 2013

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Scholarship Discounts and Allowances: Student tuition and fee revenues and certain other revenues
from students are reported net of scholarship discounts and allowances in the statement of revenues,
expenses, and changes in net position. Scholarship discounts and allowances are the difference
between the stated charge for goods and services provided by the College and the amount that is paid by
students and/or third parties making payments on the students' behalf. Certain governmental grants,
such as Pell grants, and other federal, state, or nongovernmental programs are recorded as either
operating or nonoperating revenues in the College's financial statements. To the extent that revenues
from such programs are used to satisfy tuition and fees and other student charges, the College has
recorded a scholarship discount and allowance, which totaled $13,398,972 and $11,001,900 for the years
ended June 30, 2014 and 2013.

Joint Venture: In November 1993, the College became a participant in a joint venture with Tulsa County
Technology Center School District (Tulsa Vo-Tech) (formerly Tulsa County Area Vocational Technical
Center School District No. 18). The joint venture was created to administer and operate the building for
which both parties purchased an undivided one-half interest. The operating committee is composed of
six members, three selected by the College and three selected by Tulsa Vo-Tech. The operating
committee has the authority to make decisions with respect to the day-to-day operations of the property.
All operating expenses are shared on a 50-50 basis. Tulsa Vo-Tech is responsible for the payment of
maintenance and operating costs and the receipt of revenue generated from property leases or other
income. Tulsa Vo-Tech bills the College for 50% of the net of these revenues and expenses on a
quarterly basis. The College is responsible for the security functions and bills Tulsa Vo-Tech quarterly for
50% of these expenses. During the years ended June 30, 2014 and 2013, the College expended
approximately $158,657 and $281,225 to Tulsa Vo-Tech for maintenance and operating costs, net of
revenues. Tulsa Vo-Tech paid the College approximately $49,166 and $48,019 for security expenses for
the years ended June 30, 2014 and 2013. The College is responsible for continuing to pay 50% of the
operating costs of the building until it sells or transfers its interest in the building pursuant to the contract
provisions. The joint venture does not issue a stand-alone report or financial statements.

Recent Accounting Pronouncements Adopted/Implemented: As of June 30, 2014, the GASB has issued
the following statements which were implemented by the College.

e GASB Statement No. 65, Items Previously Reported as Assets and Liabilities, effective on
January 1, 2012. The provisions of this Statement are effective for periods beginning after
December 15, 2012. This Statement establishes accounting and financial reporting standards
that reclassify, as deferred outflows of resources or deferred inflows of resources, certain items
that were previously reported as assets and liabilities and recognizes, as outflows of resources or
inflows of resources, certain items that were previously reported as assets and liabilities. Bond
issue costs, previously reported as an asset, are how recognized as an expense. The remaining
balance of bond issuance costs is considered immaterial and has been expensed as interest on
capital-related debt in the current period.

In addition, deferred debt refunding costs were previously reported by the College as a deduction
from bonds payable and OCIA capital lease obligation. Deferred refunding costs are now
included as deferred outflows of resources on the statement of net position. The disclosures
required by this Statement have no material effect on the College’s beginning net position.

(Continued)
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TULSA COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
Years ended June 30, 2014 and 2013

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

GASB Statement No. 67, Financial Reporting for Pension Plans — an amendment of GASB
Statement No. 25, issued June 2012. The provisions of this Statement are effective for periods
beginning after June 15, 2013. This Statement is intended to improve financial reporting by state
and local governmental pension plans. This Statement results from a comprehensive review of
the effectiveness of existing standards of accounting and financial reporting for pensions with
regard to providing decision-useful information, supporting assessments of accountability and
inter-period equity, and creating additional transparency. This Statement is not directly applicable
to the College, but applies to the defined benefit pension plans that the College participates in,
which are described in Note 6.

Recent Accounting Pronouncements Adopted/Implemented: As of June 30, 2014, the GASB has issued

the following statements not yet implemented by the College.

GASB Statement No. 68, Accounting and Financial Reporting for Pensions — an amendment of
GASB Statement No. 27, Issued June 2012. The provisions for this statement are effective for
fiscal years beginning after June 15, 2014. This statement is intended to improve accounting and
financial reporting by state and local governments for pensions. It also improves information
provided by state and local governmental employers about financial support for pensions that is
provided by other entities. The College’s management is working with the Oklahoma Teachers
Retirement System to determine the impact of this pronouncement on the College’s financial
statement. Although the specific amounts are not yet known, this is expected to result in a
material net pension liability being recorded on the College’s financial statements.

NOTE 2 - DEPOSITS AND INVESTMENTS

Cash, cash equivalents, and investments included in the statement of net position at June 30, 2014 and
2013, consist of the following:

2014 2013
Cash and cash equivalents:
Current $ 36,751,019 $ 42,865,178
Current, restricted 1,288,508 2,352,467
Noncurrent, restricted 373,902 373,351

$ 38413429 $ 45,590,996

Investments:
Current, restricted $ 1,650,987 $ 1,839,796
Noncurrent, restricted 1,834,084 1,833,782

$ 3485071 $ 3,673,578

(Continued)
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TULSA COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
Years ended June 30, 2014 and 2013

NOTE 2 - DEPOSITS AND INVESTMENTS (Continued)

The following schedule reports the fair value and maturities for the College’s investments at June 30,
2014 and 2013:

2014 Less Than One to More Than
Fair Value One Year Five Years Five Years

Money market funds $ 3485071 $ 3485071 $ - $ -

$ 3485071 $ 3,485,071 $ - $ -
2013 Less Than One to More Than
Fair Value One Year Five Years Five Years

Money market funds $ 3673578 $ 3673578 $ - $ -

$ 3673578 $ 3,673578 $ - $ -

Interest Rate Risk: The College does not have a formal policy that limits investment maturities as a
means of managing its exposure to fair value losses arising from increasing interest rates.

Credit Risk: All United States government obligations are held by the Federal Reserve Bank in the name
of the College. Title 70, Section 4306, of the Oklahoma statutes directs, authorizes, and empowers the
College's Board of Regents to hold, invest, or sell donor-restricted endowments in a manner which is
consistent with the terms of the gift as stipulated by the donor and with the provision of any applicable
laws.

The Board has authorized short-term funds to be invested in any security currently available through the
Oklahoma State Treasurer's Office. Generally, these include direct obligations of the U.S. government
and its agencies, certificates of deposit, and demand deposits.

Concentration of Credit Risk: There is no limit on the amount the College may invest in any one issuer.
However, all of investments are in money market funds.

Custodial Credit Risk - Deposits: Custodial credit risk is the risk that in the event of a bank failure, the
government's deposits may not be returned. The College's deposit policy for custodial credit risk is
described as follows:

Oklahoma Statutes require the Oklahoma State Treasurer (the OST) to ensure that all state funds
either be insured by Federal Deposit Insurance Corporation (FDIC), collateralized by securities held
by the cognizant Federal Reserve Bank, or invested in U.S. government obligations. The College's
deposits with the State Treasurer are pooled with the funds of other state agencies and then, in
accordance with statutory limitations, placed in financial institutions or invested as the State
Treasurer may determine, in the State's name.

The College requires that balances on deposit with financial institutions, including trustees related to
the College's bond indentures, be insured by the FDIC or collateralized by securities held by the
cognizant Federal Reserve Bank, or invested in U.S. government obligations, in the College's name.

(Continued)
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TULSA COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
Years ended June 30, 2014 and 2013

NOTE 2 - DEPOSITS AND INVESTMENTS (Continued)

At June 30, 2014 and 2013, the carrying amounts of the College's deposits with the State Treasurer and
other financial institutions were as follows:

2014 2013
Deposits with the State Treasurer $ 10,344,829 $ 10,988,174
Deposits with the State Treasurer — OK INVEST 3,119,603 7,160,554
U.S. financial institutions 24,948,997 27,442,268

$ 38413429 $ 45,590,996

At June 30, 2014 and 2013, the related bank balances of the College's deposits totaled $40,209,408 and
$49,860,858, of which $15,236,511 and $22,418,590 was held with the State Treasurer.

The College's deposits with the State Treasurer are pooled with the funds of other state agencies and
then, in accordance with statutory limitations, placed in banks or invested as the Treasurer may
determine, in the State's name. Agencies and funds that are considered to be part of the State’'s
reporting entity in the State’s Comprehensive Annual Financial Report are allowed to participate in OK
INVEST and some deposits with the OST are placed in OK INVEST. Of the funds on deposit with the
OST, amounts invested in OK INVEST total $3,119,603 and $7,160,554 in 2014 and 2013.

Oklahoma statutes and the State Treasurer establish the primary objectives and guidelines governing the
investment of funds in OK INVEST. Safety, liquidity, and return on investment are the objectives which
establish the framework for the day to day OK INVEST management with an emphasis on safety of the
capital and the probable income to be derived and meeting the State and its funds and agencies’ daily
cash flow requirements. Guidelines in the Investment Policy address credit quality requirements,
diversification percentages and specify the types and maturities of allowable investments, and the
specifics regarding these policies can be found on the State Treasurer's website at
http://www.treasurer.state.ok.us/. The State Treasurer, at his discretion, may further limit or restrict such
investments on a day to day basis.

OK INVEST includes a substantial investment in securities with an overnight maturity as well as in U.S.
government securities with a maturity of up to three years. OK INVEST maintains an overall weighted
average maturity of less than 270 days. Participants in OK INVEST maintain an interest in its underlying
investments and, accordingly, may be exposed to certain risks. As stated in the State Treasurer
information statement, the main risks are interest rate risk, credit/default risk, liquidity risk, and U.S.
government securities risk. Interest rate risk is the risk that during periods of rising interest rates, the yield
and market value of the securities will tend to be lower than prevailing market rates; in periods of falling
interest rates, the yield will tend to be higher.

Credit/default risk is the risk that an issuer or guarantor of a security, or a bank or other financial
institution that has entered into a repurchase agreement, may default on its payment obligations. Liquidity
risk is the risk that OK INVEST will be unable to pay redemption proceeds within the stated time period
because of unusual market conditions, an unusually high volume of redemption requests, or other
reasons. U.S. Government securities risk is the risk that the U.S. government will not provide financial
support to U.S. government agencies, instrumentalities or sponsored enterprises if it is not obligated to do
so by law. Various investment restrictions and limitations are enumerated in the State Treasurer's
Investment Policy to mitigate those risks; however, any interest in OK INVEST is not insured or
guaranteed by the State, the FDIC or any other government agency.

(Continued)
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NOTES TO FINANCIAL STATEMENTS
Years ended June 30, 2014 and 2013

NOTE 2 - DEPOSITS AND INVESTMENTS (Continued)

For financial reporting purposes, deposits with the OST that are invested in OK INVEST are classified as
cash equivalents. The distribution of deposits in OK INVEST is as follows:

2014 2013

U.S. agency securities $ 1,367,010 $ 2,705,973
Certificates of deposit 77,366 176,150
Money market mutual funds 206,518 763,315
Mortgage backed agency securities 1,211,342 2,897,876
Foreign bonds 23,397 54,420
State bonds 47,730 126,742
Municipal bonds 45,546 116,001
U. S. treasury obligations 140,694 320,077

Total $ 3119603 $ 7,160,554

NOTE 3 - ACCOUNTS RECEIVABLE

Accounts receivable consisted of the following at June 30, 2014 and 2013:

2014 2013
Student tuition and fees $ 13,222,511 $ 12,944,614
Auxiliary enterprises and other operating activities 5,030,088 1,929,871
18,252,599 14,874,485
Less allowance for doubtful accounts (7,579,170) (7,774,230)
Accounts receivable, net $ 10,673,429 $ 7,100,255
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NOTE 4 - CAPITAL ASSETS

Following are the changes in capital assets for the years ended June 30, 2014 and 2013:

2014

Balance at Balance at
July 1, June 30,
2013 Additions Disposals 2014
Non-depreciable:
Land $ 5,150,241 $ - $ - $ 5,150,241
Collections 200,000 - - 200,000
Construction in progress 27,693 628,440 - 656,133
Total 5,377,934 628,440 - 6,006,374
Depreciable:
Buildings and improvements 182,190,063 2,722,480 - 184,912,543
Land/infrastructure improvements 5,600,357 1,754,453 - 7,354,810
Furniture, fixtures, and equipment 13,688,692 1,304,546 (218,461) 14,774,777
Total 201,479,112 5,781,479 (218,461) 207,042,130
Accumulated depreciation:
Buildings and improvements (89,003,302) (7,869,440) - (96,872,742)
Land/Infrastructure improvements (3,098,042) (251,420) - (3,349,462)
Furniture, fixtures, and equipment (7,105,278) (1,928,426) 186,782 (8,846,922)
Total (99,206,622) (10,049,286) 186,782 (109,069,126)
Total capital assets, net $ 107650424 $  (3,639,367) $ (31,679) $ 103,979,378
2013
Balance at Balance at
July 1, June 30,
2012 Additions Disposals 2013
Non-depreciable:
Land $ 5,150,241 $ - % - $ 5,150,241
Collections - 200,000 - 200,000
Construction in progress - 27,693 - 27,693
Total 5,150,241 227,693 - 5,377,934
Depreciable:
Buildings and improvements 179,596,801 2,593,262 - 182,190,063
Land/infrastructure improvements 5,600,357 75,300 (75,300) 5,600,357
Furniture, fixtures, and equipment 17,362,863 4,194,563 (7,868,734) 13,688,692
Total 202,560,021 6,863,125 (7,944,034) 201,479,112
Accumulated depreciation:
Buildings and improvements (82,751,275) (6,252,027) - (89,003,302)
Land/Infrastructure improvements (2,959,116) (146,456) 7,530 (3,098,042)
Furniture, fixtures, and equipment (13,316,781) (1,463,115) 7,674,618 (7,105,278)
Total (99,027,172) (7,861,598) 7,682,148 (99,206,622)
Total capital assets, net $ 108,683,090 $ (770,780) $ (261,886) $ 107,650,424
(Continued)
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NOTE 5 - NONCURRENT LIABILITIES

Long-term liability activity for the years ended June 30, 2014 and 2013 was as follows:

2014

Revenue bonds, series 2005
Revenue bonds, series 2012

Bond issue costs
Total revenue bonds

ODFA, Series 2009B
ODFA, Series 2010A
ODFA, Series 2011A
ODFA, Series 2014A

Bond issue costs
Premium and discounts
Total ODFA Bonds

OCIA, Series 2004A
OCIA, Series 2005F
OCIA, Series 2010A
OCIA, Series 2010B

Total OCIA bonds

Equipment capital lease obligation

Total long-term liabilities

2013

Revenue bonds, series 2002
Revenue bonds, series 2005
Revenue bonds, series 2012

Bond issue costs
Total revenue bonds

ODFA, Series 2009B
ODFA, Series 2010A
ODFA, Series 2011A

Bond issue costs
Premium & discounts
Total ODFA Bonds

OCIA, Series 2004A
OCIA, Series 2005F
OCIA, Series 2010A
OCIA, Series 2010B

Total OCIA bonds

Equipment capital lease obligation

Total long-term liabilities

Amounts

Balance at Balance at Due Within

July 1, 2013 Additions Reductions June 30, 2014 One Year
$ 3525000 $ - $ (1,005,0000 $ 2,520,000 $ 825,000
7,260,000 - (685,000) 6,575,000 700,000
10,785,000 - (1,690,000) 9,095,000 1,525,000
(96,717) - 96,717 - -
10,688,283 - (1,593,283) 9,095,000 1,525,000
9,390,333 - (444,167) 8,946,166 462,750
2,220,585 - (161,417) 2,059,168 166,250
1,376,916 - (61,083) 1,315,833 62,167
- 2,904,000 (35,833) 2,868,167 106,250
12,987,834 2,904,000 (702,500) 15,189,334 797,417
(80,335) (15,792) 96,127 - -
10,023 124,893 - 134,916 -
12,917,522 3,013,101 (606,373) 15,324,250 797,417
1,033,295 - (147,761) 885,534 154,898
10,627,654 - (434,859) 10,192,795 455,673
4,285,037 - - 4,285,037 -
1,272,559 - - 1,272,559 742,532
17,218,545 - (582,620) 16,635,925 1,353,103
2,176,091 - (906,983) 1,269,108 936,029
$ 43000441 $ 3013101 $ (3,689.259) $ 42324283 $ _ 4.611,549

Amounts

Balance at Balance at Due Within

July 1, 2012 Additions Reductions June 30, 2013 One Year
$ 560,000 $ - $ (560,000) $ -8 -
4,490,000 - (965,000) 3,525,000 1,005,000
7,665,000 - (405,000) 7,260,000 685,000
12,715,000 - (1,930,000) 10,785,000 1,690,000
(107,463) - 10,746 (96,717) (10,746)
12,607,537 - (1,919,254) 10,688,283 1,679,254
9,825,583 - (435,250) 9,390,333 444,167
2,377,000 - (156,415) 2,220,585 161,417
1,436,083 - (59,167) 1,376,916 61,083
13,638,666 - (650,832) 12,987,834 666,667
(83,337) - 3,002 (80,335) -
16,936 8,998 (15,911) 10,023 -
13,572,265 8,998 (663,741) 12,917,522 666,667
1,173,996 - (140,701) 1,033,295 147,761
10,627,654 - - 10,627,654 434,859
4,285,037 - - 4,285,037 -
1,272,559 - - 1,272,559 -
17,359,246 - (140,701) 17,218,545 582,620
- 3,691,418 (1,515,327) 2,176,091 906,983
$ 43,539,048 $ 3,700,416 $  (4,239,023) 4 441 $ 3,835,524
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NOTE 5 - NONCURRENT LIABILITIES (Continued)

Revenue Bonds Payable

Revenue Bonds, Series 2002: The Board of Regents authorized the College to issue Revenue Bonds,
Series 2002 (the Series 2002 Bonds) dated January 1, 2002, in the amount of $12,000,000. The total
serial bonds of $6,520,000 matured on July 1 of each year beginning July 1, 2003, in annual amounts
ranging from $395,000 to $645,000: interest rates ranging from 2.55% to 4.90%. The total term bonds of
$5,480,000 bear interest at 5.50%. The Series 2002 Bonds are payable from pledged revenues derived
from a student center fee, a student activity fee, and the net revenues from the operation of the student
center system. The Series 2002 Bonds were fully repaid as of June 30, 2013.

Revenue Bonds, Series 2005: The Board of Regents authorized the College to issue Revenue Bonds,
Series 2005 (the Series 2005 Bonds) dated July 1, 2005, in the amount of $9,725,000 which mature on
July 1 of each year beginning July 1, 2006 through July 1, 2016, in annual amounts ranging from
$795,000 to $1,005,000, interest rates ranging from 3.05% to 4.25%. The Series Bonds are payable from
pledged revenues derived from a student center fee, a student activity fee, and the net revenues from the
operation of the student center system. The Series 2005 Bonds are subject to redemption prior to
maturity as set forth in Sixth Supplemental Bond Resolution. At June 30, 2014 and 2013, $2,520,000 and
$3,525,000 remained outstanding. The College paid $1,005,000 and $965,000 in principal, and
$106,827 and $139,468 in related interest, on these bonds during 2014 and 2013. The Series 2005
Bonds have related deferred refunding costs resulting from the refunding of the Series 1996 Bonds that
totaled $92,829 and $125,075 at June 30, 2014 and 2013. Deferred refunding costs are included as
deferred outflows of resources and are amortized as a component of interest expense over the life of the
Series 2005 Bonds. During 2014 and 2013, $32,246 of the deferred refunding costs was amortized into
interest expense each year.

Revenue Bonds, Series 2012: The Board of Regents authorized the College to issue Revenue Bonds,
Series 2012 (the Series 2012 Bonds) dated January 1, 2012, in the amount of $7,665,000 which mature
on July 1 of each year beginning July 1, 2012 through July 1, 2022, in annual amounts ranging from
$405,000 to $795,000, interest rates ranging from 2.00% to 3.25%. The Series Bonds are payable from
pledged revenues derived from a student center fee, a student activity fee, and the net revenues from the
operation of the student center system. The Series 2012 Bonds are subject to mandatory redemption
prior to maturity, on 30 days' notice at any time in inverse order of maturity, out of required payments to
the principal account at the principal amount thereof plus accrued interest to the date for fixed
redemption. At June 30, 2014 and 2013, $6,575,000 and $7,260,000 remained outstanding. The
College paid $685,000 and $405,000 in principal, and $168,950 and $167,590 in related interest, on
these bonds during 2014 and 2013.

Future principal and interest payments required to be made in accordance with all of the revenue bond
agreements at June 30, 2014, are as follows:

Years Ending June 30, Principal Interest Total
2015 $ 1,525,000 $ 230,530 $ 1,755,530
2016 1,590,000 186,411 1,776,411
2017 1,545,000 139,703 1,684,703
2018 740,000 106,425 846,425
2019 750,000 89,675 839,675
2020-2023 2,945,000 169,225 3,114,225

$ 9,095,000 $ 921969 $ 10,016,969
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Oklahoma Development Finance Authority (ODFA) Master Lease Bonds

Bond Series 2009B: In December of 2009, the College entered into a 20 year lease agreement with
ODFA and the State Regents for Higher Education Master Lease Revenue Bond Series 2009B. The
College received a net amount of $10,067,000 of the proceeds for energy efficiency modifications at all
campus locations. In September of 2009, the College also entered into a 15-year lease agreement and
received $859,000 to purchase a building and related activities for the Metro Campus. Lease payments
made by the College are forwarded to the trustee bank of the State Regents for future principal and
interest payments on the Master Lease Board. Monthly payments continue through the maturity of the
lease in November 2029. At June 30, 2014 and 2013, the outstanding balance was $8,946,166 and
$9,390,333.

Bond Series 2010A: In December of 2010, the College entered into a 15-year lease agreement with
ODFA and the State Regents for Higher Education Master Lease Revenue Bond Series 2010A. The
College received a net amount of $2,647,211 of the proceeds for energy efficiency modifications at all
campus locations. Monthly payments are payable through the maturity of the lease in May 2025. At
June 30, 2014 and 2013, the outstanding balance was $2,059,168 and $2,220,585.

Bond Series 2011A: In July of 2011, the College entered into a 19-year lease agreement with ODFA
and the State Regents for Higher Education Master Lease Revenue Bond Series 2011A. The College
received a net amount of $1,493,000 of the proceeds for energy efficiency modifications at all campus
locations. Monthly payments are payable through the maturity of the lease in May 2030. At June 30,
2014 and 2013, the outstanding balance was $1,315,833 and $1,376,916.

Bond Series 2014A: In February of 2014, the College entered into a 20-year lease agreement with
ODFA and the State Regents for Higher Education Master Lease Revenue Bond Series 2014A. The
College received a net amount of $3,016,237 of the proceeds for renovation of the aviation center facility.
Monthly payments are payable through the maturity of the lease in June 2033. At June 30, 2014, the
outstanding balance was $2,868,167.

Future principal and interest payments to be made in accordance with the Master Lease Bond
agreements at June 30, 2014 are as follows:

Years Ending June 30, Principal Interest Total
2015 $ 797,417 % 571,184 $ 1,368,601
2016 824,917 545,942 1,370,859
2017 852,667 519,354 1,372,021
2018 876,500 493,860 1,370,360
2019 903,500 465,444 1,368,944
2020-2024 5,035,500 1,805,377 6,840,877
2025-2029 4,729,333 831,361 5,560,694
2030-2033 1,169,500 95,368 1,264,868

$ 15,189,334 $ 5,327.890 $ 20,517,224
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Oklahoma Capital Improvement Authority Lease

Series 2004A: In 2004, the Oklahoma Capital Improvement Authority (OCIA) issued its OCIA Bond
Issues, 2004 Series A. This bond was a refunding of the 1999 Series A, B, and C. Of the total bond
indebtedness, the State Regents allocated $1,542,248 to the College, which was the outstanding balance
of the 1999 Series.

Concurrently with the original allocation, the College entered into an individual lease agreement with
OCIA, representing the project being funded by the OCIA bonds. The lease agreement provides for the
College to make specified monthly payments to OCIA over the respective terms of the agreement, of
which six years remain as of June 30, 2014. The proceeds of the bonds and subsequent lease were to
provide for capital improvements at the College.

Series 2005F: In 2005, the OCIA issued its State Facilities Revenue Bonds (Higher Education Project)
Series 2005F. Of the total bond indebtedness, the State Regents allocated approximately $16,025,000 to
the College. Total lease payments over the term of the agreement including principal and interest,
beginning July 1, 2006 through July 1, 2030, will be $27,991,770. Payments will be made annually
ranging from $439,337 to $1,210,340, by the state of Oklahoma on behalf of the College. Concurrently
with the allocation, the College entered into a lease agreement with OCIA, for the projects being funded
by the OCIA bonds.

The proceeds of the bonds and subsequent leases are to provide for capital improvements at the
College.

Through June 30, 2014 and 2013, the College has drawn down all of its total allotment for expenses
incurred in connection with the specific projects.

Series 2010A and B: In August 2010, the College's 2005 Series F lease agreement with the OCIA was
restructured through a partial refunding of OCIA's 2005F bond debt. OCIA issued two new bonds, Series
2010A and 2010B. The College's lease agreements with OCIA secure the OCIA bond debt and any
future debt that might be issued to refund earlier bond issues. OCIA issued this new debt to provide
budgetary relief for fiscal year 2012 by extending and restructuring debt service. Consequently, the
College's lease agreement with OCIA automatically restructured to secure the new bond issues. This
lease restructuring has extended certain principal payments into the future, resulting in a charge or cost
on restructuring.

The College has recorded a charge of $1,486,731 on restructuring as a deferred cost that will be
amortized over a period of 6 years. This restructuring resulted in an aggregate debt service difference for
principal and interest between the original lease agreement and the restructured lease agreement of
$1,486,731 also approximates the economic cost of the lease restructuring. During the years ending
June 30, 2014 and 2013, the College recognized $248,864 of amortization on the deferred cost of lease
restructuring on the OCIA Series 2005F lease obligation, leaving a balance of the unamortized deferred
costs of $989,003 and $1,237,867. The unamortized deferred cost is included as deferred outflows of
resources in the accompanying financial statements.

During the year ended June 30, 2014 and 2013, OCIA made lease principal and interest payments
totaling $1,310,030 and $417,822 on behalf of the College for all outstanding OCIA Bond Issues. These
on-behalf payments have been recorded as restricted state appropriations in the statement of revenues,
expenses, and changes in net position.
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The scheduled principal and interest payments related to the OCIA Capital Lease obligations at June 30,
2014 are as follows:

Years Ending June 30, Principal Interest Total
2015 $ 1,353,103 $ 700,474 $ 2,053,577
2016 1,394,220 654,548 2,048,768
2017 1,661,968 673,811 2,335,779
2018 1,737,397 598,549 2,335,946
2019 1,818,277 517,519 2,335,796
2020-2024 1,662,421 2,109,500 3,771,921
2025-2029 4,757,431 1,293,438 6,050,869
2030-2031 2,251,108 169,423 2,420,531

$ 16,635,925 $ 6,717,262 $ 23,353,187

Equipment Capital Lease Obligation

The College has entered into lease agreements for various copiers and computers. These agreements
extend through June 30, 2016 with interest rates that range from 2.89% to 6%. At June 30, 2014 and
2013, the total capitalized cost of the equipment was $3,691,418 and accumulated depreciation was
$2,067,195 and $1,328,911. Total principal and interest payments in 2014 and 2013 totaled $969,793
and $1,694,560. The remaining obligation at June 30, 2014 and 2013 was $1,269,108 and $2,176,091.

The scheduled principal and interest payments related to the equipment capital leases as of June 30,
2014 are as follows:

Years Ending June 30, Principal Interest Total
2015 $ 936,029 $ 33,764 $ 969,793
2016 333,079 6,495 339,574

$ 1,269,108 $ 40259 $ 1,309,367

Line of Credit

The College has a $1,200,000 unsecured line of credit due and payable on demand through June 29,
2015. Interest on the line is 1.69% and 1.73% for the years ended June 30, 2014 and 2013, respectively.
At June 30, 2014 and 2013, there was no outstanding balance and there were no draws on the line of
credit during the fiscal year.

(Continued)
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NOTE 6 - RETIREMENT PLANS

The College's academic and nonacademic personnel are covered by various retirement plans. The plans
available to College personnel include the Oklahoma Teachers' Retirement System (the OTRS), which is
a state of Oklahoma public employee's retirement system, and a 403(b) annuity plan, which is a privately
administered plan. The College does not maintain the accounting records, hold the investments for, or
administer these plans. If the previously mentioned plans do not provide a computed minimum benefit
amount, the College provides the difference under a Supplemental Retirement Plan, a privately
administered plan, for those employees meeting certain eligibility requirements. This plan is no longer
open to new employees, but is still available to employees hired before the plan was frozen.

Oklahoma Teachers' Retirement System

Plan Description: The College contributes to the OTRS, a cost-sharing multiple-employer defined benefit
pension plan sponsored by the state of Oklahoma. The OTRS provides defined retirement benefits
based on members' final compensation, age, and term of service. In addition, the retirement program
provides for benefits upon disability and to survivors upon the death of eligible members. The benefit
provisions are established and may be amended by the legislature of the state of Oklahoma. Title 70 of
the Oklahoma statutes, Sections 17-101 through 17-116.9, as amended, assigns the authority for
management and operation of the plan to the Board of Trustees of OTRS. The OTRS does not provide
for a cost-of-living adjustment. The OTRS issues a publicly available financial report that includes
financial statements and supplementary information for OTRS. That report may be obtained by writing to
the Teacher's Retirement System of Oklahoma, P.O. Box 53524, Oklahoma City, Oklahoma 73152, or by
calling (405) 521-2387, or at the OTRS website at www.trs.state.ok.us.

Funding Policy: The authority to define or amend employer contribution rates is given to the Board of
Trustees of OTRS by Oklahoma statute, Title 70, Section 17-106; all other contribution rates are defined
or amended by the Oklahoma legislature. OTRS members are required to contribute 7% of their regular
annual compensation, not to exceed the member's maximum compensation level. The College is
required to contribute a fixed percentage of annual compensation on behalf of active members. The
employer contribution rate for 2014 and 2013 was 9.5%, and is applied to annual compensation and is
determined by state statute.

Employee's contributions are also determined by state statute. For all employees, the contribution rate
was 7% of covered salaries and fringe benefits in 2014, 2013, and 2012. The College's contributions to
the OTRS for the years ended June 2014, 2013, and 2012 were $10,361,923, $9,905,497, and
$9,801,031, respectively, which is equal to the required contributions for each year. These contributions
included the College's statutory contribution and the share of the employee's contribution paid directly by
the College.

The state of Oklahoma is also required to contribute to the OTRS on behalf of the participating
employers. For 2014 and 2013, the state of Oklahoma contributed 5% of state revenues from sales and
use taxes, and individual income taxes, to the OTRS on behalf of participating employers. The College
has estimated the amounts contributed to the OTRS by the state of Oklahoma on its behalf by multiplying
the ratio of its covered salaries to total covered salaries for the OTRS for the year by the applicable
percentage of taxes collected during the year. For the years ended June 30, 2014, 2013, and 2012, the
total amounts contributed to the OTRS by the state of Oklahoma on behalf of the College were
$4,548,746, $4,422,087, and $4,430,851. These on-behalf payments have been recorded as both
nonoperating state appropriations revenues and operating compensation and employee benefits
expenses in the statement of revenues, expenses, and changes in net position.
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403(b) Annuity Plan

All eligible employees of the College can elect to participate in a 403(b) tax-deferred annuity plan (the
403(b) Plan), a defined contribution pension plan administered by an independent fiduciary. Pension
expense is recorded for the amount of the College's required contributions determined in accordance with
the terms of the 403(b) Plan. Eligible employees who elect to participate are required to make a
minimum contribution to the 403(b) Plan in an amount equal to 1% of total annual compensation, as
defined by the 403(b) Plan. The 403(b) Plan provides retirement benefits to participating employees and
their beneficiaries. Benefit provisions and contribution requirements are contained in the 403(b) Plan
document and were established and can be amended by action of the College's Board of Regents. The
College's contribution rate for the year ended June 30, 2014 and 2013, was 3% of an eligible employee's
annual base salary, as defined in the 403(b) Plan document. Contributions made by the College and
participants during 2014 and 2013 totaled approximately $971,928 and $919,195.

Supplemental Retirement Plan

Plan Description: The College's Supplemental Retirement Plan (SRP) is a single-employer, defined-
benefit pension plan administered by an administrative committee appointed by the College's Board of
Regents. The SRP was established by the College's Board of Regents to provide supplemental
retirement and death benefits to College employees who meet certain eligibility requirements (i.e., were
hired prior to July 1, 1987), or to those eligible employees' beneficiaries. The authority to amend the
SRP's benefit provisions rests with the College's Board of Regents. The SRP does not issue a stand-
alone financial report nor is it included in the financial report of another entity.

Funding Policy: The authority to establish and amend eligible employees' and employer contribution
obligations to the SRP rests with the College's Board of Regents. Eligible employees are not required to
make contributions to the SRP. The College is required to contribute to the SRP an actuarially
determined amount on an annual basis. The SRP's assets are primarily invested in debt and equity
securities, common trust funds, and mutual funds.

Annual Pension Cost and Net Pension Asset:

Annual pension cost and contributions to the SRP for the year ended June 30, 2014 and 2013 were as
follows:

2014 2013
Annual required contributions (ARC) $ -3 -
Actual return 165,168 105,750
Adjustment to ARC (361,516) (41,715)
Benefit payments and fees (110,784) (108,994)
Annual pension cost $ (307,132) $ (44,959)
Contributions to the plan $ 200,000 $ 85,000
Annual pension cost (307,132) (44,959)
Change in net pension asset $ (107,132) $ 40,051
(Continued)
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Required information the years ended June 30:

2014 2013 2012
Annual pension cost $ 307,132 $ 44,959 $ 316,111
Net pension asset 119,159 226,291 1,075,753
Percentage of annual pension cost contributed 65.12% 189.06% 0%
Valuation date 6/30/2014
Actuarial value of assets $ 1,483,357
Actuarial accrued liability (1,364,198)
Covered payroll 19,818,072
Unfunded actuarial accrued liability as a percentage of covered payroll (0.60)%
Funded ratio 108.73%

The annual required contribution was determined as part of an actuarial valuation on June 30, 2014,
using the projected unit credit actuarial cost method. The value of the SRP assets is based on each
investment's fair value. The actuarial assumptions used include (a) a social security wage base increase
of 3% annually plus a cost-of-living adjustment of 2.5% annually; (b) normal retirement at age 65 with at
least 10 years of service; (¢) an 8% rate of return on investments; and (d) project salary increases of
3.5% per year. The unfunded actuarial accrued liability is being amortized over 15 years at a level dollar
amount on a closed basis.

The required supplementary information immediately following the notes to the financial statements
presents multiyear trend information about whether the actuarial value of plan assets is increasing or
decreasing over time relative to the actuarial accrued liability for benefits. Additionally, the projection of
benefits for financial reporting purposes does not explicitly incorporate the potential effects of legal or
contractual funding limitations, if applicable.

NOTE 7 - RELATED PARTY TRANSACTIONS

The Foundation has an agreement with the College whereby the Foundation has agreed to forego its
rights to independently acquire office space, hire support personnel, and otherwise provide for
independent support services for its activities, so those monies may instead be used for scholarships or
other forms of support for the College. In addition, the financial records of the Foundation are
administered by individuals who are employees of the College. In consideration of the College providing
the staff and clerical support and other services to be performed by the College pursuant to this
agreement, the Foundation has agreed to pay the College $28,000 per year plus a portion of certain
College employees' salaries and benefits. During the years ending June 30, 2014 and 2013, the
Foundation paid the College $159,771 and $106,925 as a result of this agreement. During the years
ending June 30, 2014 and 2013, the Foundation also awarded scholarships totaling $87,007 and
$135,779 to students of the College, provided $1,304,188 and $0 of capital projects support, and
contributed $1,017,450 and $823,553 for other college support activities.

NOTE 8 - COMMITMENTS AND CONTINGENCIES

The College conducts certain programs pursuant to various grants and contracts that are subject to
financial and compliance audits by the grantors, their representatives, or federal and state agencies.
Such audits could lead to requests for reimbursement to the grantor agency for expenditures disallowed
under terms of the grant. The amount for expenditures that may be disallowed by the granting agencies
can be determined at this time, although it is believed by the College that the amount, if any, would not be
significant.
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During the ordinary course of business, the College may be subjected to various lawsuits and civil action
claims. There were no pending lawsuits or claims against the College at June 30, 2014 that management
believes would result in a material loss to the College in the event of an adverse outcome. The College is
a defendant in various lawsuits, and is vigorously defending those lawsuits. Although the outcome of
these lawsuits is not presently determinable, the College's management believes the resolution of these
matters will not have a material impact on the financial statements of the College.

NOTE 9 - RISK MANAGEMENT

The College is exposed to various risks of loss from torts; theft of, damage to, and destruction of assets;
business interruption; errors and omissions; employee injuries and illnesses; natural disasters; and
employee health, life, and accident benefits. The College pays an annual premium to the Risk
Management Division of the State of Oklahoma Department of Central Services for its tort liability, vehicle
liability, property loss, and general liability insurance coverage. Commercial insurance coverage is
purchased for claims arising from such matters other than torts, property, and workers' compensation.
The College, as a state agency, participates in the Oklahoma State and Education Employee's Group
Insurance Board (the Plan), a public entity risk pool. The College pays an annual premium to the Plan
through member premiums. The College carries insurance with the State Insurance Fund for other risks
of loss including workers' compensation and employee accident and health insurance. The College has
purchased commercial medical malpractice insurance, which covers substantially all faculty and students
participating in the College's medical services curriculum. Settled claims have not exceeded this
commercial insurance coverage in any of the three preceding years.

NOTE 10 - AD VALOREM PROPERTY TAXES

The voters of Tulsa County have approved a local tax levy (in addition to all other school tax levies) on
the assessed valuation of all taxable property within the School District. This tax levy, which is for the
general operations of the College through the School District, is a permanent levy until such time as it is
repealed by a majority of the voters of Tulsa County. Ad valorem property tax revenue for general
operations for the years ended June 30, 2014 and 2013 totaled $36,332,835 and $35,929,841.

NOTE 11 - SECTION 13 OFFSET PROGRAM

The State Regents allocates funds to institutions who are not beneficiaries of the "Section 13" and "New
College Trust Funds" under the Section 13 Offset Program. These funds are to be used by an institution
for projects which are on the approved campus master plan.

The College has been allotted funds under this program to use for capital repairs or expansions. The
College was allotted and expended $1,249,002 under this program for the years ended June 30, 2014
and 2013.

NOTE 12 - DEPOSITS WITH OKLAHOMA STATE REGENTS

In connection with the State Regents' Endowment Program (the Endowment Program), the state of
Oklahoma has matched contributions received under the Endowment Program. The state match
amounts, plus any retained accumulated earnings, totaled approximately $4,543,581 at June 30, 2014
and 2013 and is invested by the State Regents on behalf of the College. The College is entitled to
receive an annual distribution of 5% of the market value at year end on these funds. As legal title of the
State Regents matching endowment funds is retained by the State Regents, the funds are available for
distribution.

(Continued)
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NOTE 13 — CONDENSED COMBINING INFORMATION

GASB Statement No. 61 requires that combining information be presented for business-type activities
that included a blended component unit within a single column on the basic financial statements. The
following summarizes the combining information for the statements of net position as of June 30, 2014
and 2013:

2014 2013
School School
College District Eliminations Combined College District Eliminations Combined
Current assets $ 29,921,818  $25475,095 @ $ - $ 55,396,913 $ 29,864,158  $27,968,917 $ - $ 57,833,075
Capital assets 103,979,378 - - 103,979,378 107,650,424 - - 107,650,424
Other assets 6,499,950 373,902 - 6,873,852 6,707,326 373,351 - 7,080,677
Total assets 140,401,146 25,848,997 - 166,250,143 144,221,908 28,342,268 - 172,564,176
Deferred outflows of resources 1,081,832 - - 1,081,832 1,362,942 - - 1,362,942
Total assets and deferred outflows
of resources 141,482,978 25,848,997 - 167,331,975 145,584,850 28,342,268 - 173,927,118
Current liabilities 16,718,446 - - 16,718,446 15,508,552 - - 15,508,552
Long term liabilities 37,712,734 - - 37,712,734 39,164,917 - - 39,164,917
Total liabilities 54,431,180 - - 54,431,180 54,673,469 - - 54,673,469
Net investment in capital assets 62,736,927 - - 62,736,927 66,012,925 - - 66,012,925
Restricted:
Expendable 4,773,579 373,902 - 5,147,481 6,026,045 373,351 - 6,399,396
Non-expendable 4,543,581 - - 4,543,581 4,543,581 - - 4,543,581
Unrestricted 14,997,711 25,475,095 - 40,472,806 14,328,830 27,968,917 - 42,297,747
Total net position 87,051,798 25,848,997 - 112,900,795 90,911,381 28,342,268 - 119,253,649
Total liabilities and net position $141,482,978  $25,848,997 $ - $167,331,975 $145,584,850  $28,342,268  $ - $173,927,118

The following summarizes the combining information for the statements of revenues, expenses, and
changes in net position for the years ended June 30, 2014 and 2013:

2014 2013
School School
College District Eliminations Combined College District Eliminations Combined
Operating revenues:
Tuition and fees, net $ 24,099,949 $ - $ - $ 24,099,949 $ 28,537,890 $ - $ - $ 28,537,890
Grants and contracts and other operating
revenue 17,847,524 - - 17,847,524 18,508,565 - - 18,508,565
Sales and senices of auxilliary enterprises 13,462,112 - - 13,462,112 15,013,107 - - 15,013,107
Total operating revenue 55,409,585 - - 55,409,585 62,059,562 - - 62,059,562
Operating expenses:
Depreciation 10,049,286 - - 10,049,286 7,861,598 - - 7,861,598
Other operating expenses 156,054,905 - 156,054,905 153,999,749 - 153,999,749
Total operating expenses 166,104,191 - - 166,104,191 161,861,347 - - 161,861,347
Operating loss (110,694,606) - - (110,694,606) (99,801,785) - - (99,801,785)
Non-operating revenues (expenses)
State appropriations 36,946,609 - - 36,946,609 36,116,944 - - 36,116,944
Ad valorem property taxes - 36,332,835 - 36,332,835 - 35,929,841 - 35,929,841
Federal and state grants 25,860,725 - - 25,860,725 29,235,079 - - 29,235,079
Other non-operating revenues (expenses) 41,468,657 (38,826,106) - 2,642,551 37,590,770 (34,398,097) - 3,192,673
Total non-operating revenues (expenses) 104,275,991 (2,493,271) - 101,782,720 102,942,793 1,531,744 - 104,474,537
Income (loss) before other appropriations (6,418,615) (2,493,271) - (8,911,886) 3,141,008 1,531,744 - 4,672,752
Appropriations 2,559,032 - - 2,559,032 1,666,824 - - 1,666,824
Change in net position (3,859,583) (2,493,271) - (6,352,854) 4,807,832 1,531,744 - 6,339,576
Beginning net position 90,911,381 28,342,268 - 119,253,649 86,103,549 26,810,524 - 112,914,073
Ending net position $ 87,051,798 $25,848,997 $ - $ 112,900,795 $ 90,911,381 $28,342,268 $ - $ 119,253,649
(Continued)
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NOTE 13 — CONDENSED COMBINING INFORMATION (Continued)

The following summarizes the combining information for the statements of cash flows for the years ended

June 30, 2014 and 2013:

2014 2013
School School
College District Eliminations Combined College District Eliminations Combined

Cash flows from operating activities $(99,747,893) % - $ $ (99,747,893) $ (87,795,692) $ - $ $ (87,795,692)
Cash flows from noncapital financing activities 101,675,756 (2,535,287) 99,140,469 99,824,983 1,473,097 101,298,080
Cash flows from capital and related financing

activities (6,901,639) - (6,901,639) (7,654,789) - (7,654,789)
Cash flows from investing activities 289,480 42,016 331,496 424,075 58,647 482,722

Net change in cash and cash equivalents (4,684,296) (2,493,271) (7,177,567) 4,798,577 1,531,744 6,330,321
Cash and cash equivalents at beginning of year 18,148,728 27,442,268 45,590,996 13,350,151 25,910,524 39,260,675
Cash and cash equivalents at end of year $ 13,464,432 $24,948,997 $ $ 38,413,429 $ 18,148,728 $27,442,268 $ $ 45,590,996
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TULSA COMMUNITY COLLEGE
REQUIRED SUPPLEMENTAL INFORMATION (UNAUDITED)
SCHEDULE OF FUNDING PROGRESS
Years ended June 30, 2014 and 2013

Actuarial
Valuation
Date

June 30, 2014
June 30, 2013
June 30, 2012

“ A

$

Actuarial Actuarial Unfunded UAAL as a
Value of Accrued AAL Funded Covered Percentage of
Assets Liability (AAL) (UAAL) Ratio Payroll  Covered Payroll
(@ (b) (b-a) (a/b) () (b-a)/(c)

1,483,357 $ 1,364,198 $ (119,159) 108.73% $ 19,818,072  (0.60)%
1,228,974 $ 1,002,683 $ (226,291) 12257% $ 21,588,268  (1.05)%
982,217 $ 978,402 $  (3,815) 100.39% $ 22,265584  (0.02)%
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. Crowe Horwath LLP
Independent Member Crowe Horwath International

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON
AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

Board of Regents
Tulsa Community College
Tulsa, Oklahoma

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of Tulsa Community
College (College) as of and for the year ended June 30, 2014, and the related notes to the financial
statements, which collectively comprise the College’s basic financial statements, and have issued our
report thereon dated October 29, 2014.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the College’s internal
control over financial reporting (internal control) to determine the audit procedures that are appropriate in
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the College’s internal control. Accordingly, we
do not express an opinion on the effectiveness of the College’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected and corrected on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies may
exist that were not identified. Given these limitations, during our audit we did not identify any deficiencies
in internal control that we consider to be material weaknesses. However, material weaknesses may exist
that have not been identified. We did identify a deficiency in internal control, described in the
accompanying schedule of findings and questioned costs that we consider to be a significant deficiency.
(Finding 2014-001)
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the College’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on
the determination of financial statement amounts. However, providing an opinion on compliance with
those provisions was not an objective of our audit, and accordingly, we do not express such an opinion.
The results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

College’s Response to Findings

The College’s response to the finding identified in our audit is described in the accompanying schedule of
findings and questioned costs. The College’s response was not subjected to the auditing procedures
applied in the audit of the financial statements and, accordingly, we express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the entity’s internal control or on compliance. This report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the entity’s internal control
and compliance. Accordingly, this communication is not suitable for any other purpose.

Crowe Howrath LLP

Crowe Horwath LLP

Dallas, Texas
October 29, 2014
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL
PROGRAM; REPORT ON INTERNAL CONTROL OVER COMPLIANCE

Board of Regents
Tulsa Community College
Tulsa, Oklahoma

Report on Compliance for Each Major Federal Program

We have audited Tulsa Community College’'s (College) compliance with the types of compliance
requirements described in the OMB Circular A-133 Compliance Supplement that could have a direct and
material effect on each of the College’s major federal programs for the year ended June 30, 2014. The
College’'s major federal programs are identified in the summary of auditor's results section of the
accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and
grants applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the College’s major federal
programs based on our audit of the types of compliance requirements referred to above. We conducted
our audit of compliance in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we
plan and perform the audit to obtain reasonable assurance about whether noncompliance with the types
of compliance requirements referred to above that could have a direct and material effect on a major
federal program occurred. An audit includes examining, on a test basis, evidence about the College’s
compliance with those requirements and performing such other procedures as we considered necessary
in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major
federal program. However, our audit does not provide a legal determination of the College’s compliance.

Opinion on Each Major Federal Program
In our opinion, the College complied, in all material respects, with the types of compliance requirements

referred to above that could have a direct and material effect on each of its major federal programs for the
year ended June 30, 2014.
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Other Matters

The results of our auditing procedures disclosed instances of honcompliance, which are required to be
reported in accordance with OMB Circular A-133 and which are described in the accompanying schedule
of findings and questioned costs as items 2014-002, 2014-003, and 2014-004. Our opinion on each major
federal program is not modified with respect to these matters.

The College’s responses to the noncompliance findings identified in our audit are described in the
schedule of findings and questioned costs. The College’s responses were not subjected to the auditing
procedures applied in the audit of compliance and, accordingly, we express no opinion on the responses.

Report on Internal Control over Compliance

Management of the College is responsible for establishing and maintaining effective internal control over
compliance with the types of compliance requirements referred to above. In planning and performing our
audit of compliance, we considered the College’s internal control over compliance with the types of
requirements that could have a direct and material effect on each major federal program to determine the
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on
compliance for each major federal program and to test and report on internal control over compliance in
accordance with OMB Circular A-133, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of the College’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a
deficiency, or combination of deficiencies, in internal control over compliance, such that there is a
reasonable possibility that material nhoncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in
internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over
compliance with a type of compliance requirement of a federal program that is less severe than a material
weakness in internal control over compliance, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies and therefore, material
weaknesses or significant deficiencies may exist that were not identified. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses. However,
we identified certain deficiencies in internal control over compliance, as described in the accom